As an industry that thrives on-rather than succumbs toadversity, the couture corporate world demands innovation and encourages risks. When combined with successful marketing and savvy business practices, these risks can result in large payoffs, which exist, primarily, due 
A COMBAT FOR COUTURE COMMAND
Forbes's 100 wealthiest people owed their fortunes to the retail industry. 5 Bernard Arnault, "the world's most influential tastemaker," is one of these retailer billionaires, whose current net worth of $29 billion makes him the tenth richest person in the world.' Arnault is the majority stockholder and CEO of the fashion conglomerate LVMH Moet Hennessy-Louis Vuitton (LVMH), which includes publically traded luxury brands like Christian Dior and Givenchy.' The LVMH portfolio is furthered diversified by controlling interests in private labels like Marc Jacobs.' LVMH represents a widespread phenomenon of the 1990s, whereby large corporations acquired many small houses to create huge conglomerates.
The principal purpose of this paper is to discuss the following three risks that generally arise when a fashion house contracts with a top designer: (1) in various ways, the designer may be a liability to the fashion house during the period of employment; (2) the designer may create hold-up problems, given that his or her human capital is critical to the success of the house; and, (3) there are
Luxury: an Exploratory Analysis, 1 AP-ASIA PACIFIC ADVANCES IN CONSUMER RESEARCH, 273-278 (1994) .
5.
See The World's Billionaires, FORBES (Mar. 2013), http://www.forbes.com/billionaires/1ist/ (the following retailers are ten of the world's 100 wealthiest people: Amancio Orterga (Zara, #3); Bernard Arnault (LVMH, #10); Stefan Persson (H&M, #12); Karl Albrecht (Aldi, #18); Dieter Schwarz (Lidl, #29); Theo Albrecht (Aldi, #31); Francois Pinault (PPR, #53); Michael Otto (e-commerce, #61); Tadashi Yanai (Uniqlo, #66); Miuccia Prada (Prada, #78)).
6. See, e.g., id; Bernard Arnault & family, FORBES (Mar. 2013), http://www.forbes.com/profile/bernard-arnault/ (explaining that Arnault's "fortune is mostly held in Christian Dior, which has a 41% stake in LVMH and trades at a near 20% discount to the underlying shares.").
7.
FAQ, LVMH, http://www.lvmh.com/functionalities/faq/historicalbackground (last visited May 9, 2013) (LVMH was founded in 1987, as a result of a merger between the House of Louis Vuitton, the champagne brand Moet, and the liquor brand Hennessey).
8.
Fashion & Leather Goods: Marc Jacobs, LVMH, http://www.lvmh.com/the-group/lvmh-companies-and-brands/fashion-leathergoods/marc-jacobs (last visited Nov. 27, 2013) (explaining that Marc Jacobs has been majority-owned by LVMH since its founding in 1997).
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contractual risks attached to designer exit.' These risks arise regardless of the ownership structure of the fashion house, which may be controlled by a businessperson like Arnault, whose portfolio includes multiple labels under a large corporate umbrella, or by a smaller, closely-held business, whose portfolio includes only one label.
Part I begins by describing general human capital, which will lay a foundation on which the remainder of the paper will build. It then discusses designer-and firm-specific human capital, which are analyzed through two case studies. Part II discusses the various risks associated with human capital. It next identifies three critical factors that the fashion house will weigh in a cost-benefit analysis to determine whether the employment of the designer is worth the potential risks. Part III discusses strategic actions available to the house to minimize the risks associated with the designer's employment. Part IV concludes.
II. RoUND ONE: THE HUMAN CAPITAL

A. Three Types of Human Capital
To address the employment relationship, it is useful to examine three categories of human capital that are relevant to the fashion industry: (i) general human capital; (ii) designer-specific human capital; and, (iii) firm-specific human capital.'o
General Human Capital
Although the term is relatively new," the concept of human A COMBATFOR COUTURE COMMAND capital--or, a person's acquisition of intangible assets like skills, knowledge, and competencies-has long been recognized as a means of labor production.
12 A modem analysis of human capital reflects that the economic value of labor is contingent on the specific individual's skills, abilities, and capacities. The factors of human production, including the intelligence, social capital, education, and training of an individual, are aggregated in the person's ability to produce output. Implicit in this recognition is the acknowledgement that labor is inherently unequal. The role of human capital in the economy is critical to innovation and productivity growth; thus, it follows that as the investment in human capital increases, so does the quality of such capital." Education and experience are the two primary ways to increase human capital. Even though a firm may invest in and increase the human capital that it employs by sponsoring employee training and education programs, the firm does not actually own this intangible asset. In other words, general human capital can be described as a means of production, into which investment yields a similar rate of return; and, although human capital may be substituted, it is not transferable in the same manner as other fixed capital like land and labor. 1 Unlike other factors of production, the characteristics of competence are self-generating and transferable. Competence is a broad term that refers to the aggregated abilities of an individual, including his or her talents (artistic or motoric) and mental
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capacities (analytical or organizational)." Conversely, reference to a particular skill indicates a narrow and domain-specific ability of an individual. A specialty, or a skill, is an example of how one diversifies his or her human capital. Likewise, the competence of an individual expands with use. As one's experience increases, his or her competence base responds in kind, this likewise generates more human capital. Competence is transportable in the sense that it can move between parties; this transfer is especially visible in the context of knowledge, which is easily shared.
Designer-Specific Human Capital
In contrast to general competence, designer-specific human capital refers to the unique set of skills that an individual designer possesses." 6 These specific characteristics are the designer's most important asset; likewise, the house depends on designer-specific human capital to survive and, therefore, places substantial value on these skills. One facially important designer-specific trait is creativity. To flourish and create products that are both relevant and intriguing, a designer must possess the ability to create art in the form of clothing, shoes, handbags, watches, or other wearable items. Closely tied to creativity, a designer must have innovative abilities that enable him or her to use interesting materials to enhance the uniqueness of the collection and respond to the fluid desires of the market.
An additional component of the designer-specific human capital is the designer's "signature style." A signature style conveys the personal brand of the designer and can be thought of as a walking portfolio. A designer has successfully established a signature style once he or she is associated with words or symbols that are representative of that particular designer's style. The Second Circuit has held that legal power and protection may attach to A COMBAT FOR COUTURE COMMAND certain aspects of a designer-specific style." In Louboutin v. YSL, the Court explained the concept of designer-specific style through the example of Christian Louboutin, a French footwear designer, who is known for his "trademarked, signature lacquered red outsoles [which have] acquired limited secondary meaning as [a] distinctive symbol to identify his brand, and thus that design feature was valid and protectable [under law]... to extent that red outsoles contrasted with color of shoe's "upper" component."" When a designer becomes distinctly memorable to a significant segment of the public, those consumers are more likely to purchase a product solely because of who made it. The Louboutin Court refers to this idea as "acquired distinctiveness," which is measured by "whether the public is moved in any degree to buy an article because of its source." 9 In other words, high fashion consumers are likely to purchase footwear made by Christian Louboutin for the lacquered red outsoles-and, with less regard for the upper component of the shoe-because such outsoles are iconic Louboutin. By wearing shoes with lacquered red outsoles, consumers seek to project power and status, which are characteristics associated with the Louboutin brand. Christian Louboutin footwear exemplifies a designer-specific symbol, which "was shown by [ Designer-specific branding reaches its pinnacle when the language embodying a designer's brand is incorporated by the public to describe a type of consumer. Designers carefully craft their brands, collections, and images around particular terms and words in order to communicate a message to a targeted segment of the population. Focusing on the concept of "good taste," Ralph Lauren developed a signature brand that was "characterized by a moneyed style that evoked the look of English aristocracy, as adapted by the sporty, East-Coast American elite." 2 ' The widespread preppy Americana subculture welcomed the opportunity to emulate Ralph Lauren's high-priced lifestyle by enthusiastically subscribing to his brand, which was crafted around words like "classic, effortless, WASP perfection."
22 Ralph Lauren created the idea of the iconic classic, preppy American through strategic advertising and branding: cable-knit sweaters and croquet on Cape Cod; pearls and martinis at the country club; smoking jackets sitting next to a portrait of horses and hounds-these images, which certainly were not linked to classic American elegance before the 1980s, exemplify the Ralph Lauren brand. Lauren's marketing, both pervasive and effective, redefined the traditional American lifestyle.
The concept of goodwill is closely related to competence and an integral aspect of designer-specific human capital. The total value of the designer or fashion house (dependent on whom is the focus of the analysis, i.e., the subject whose goodwill is being measured) equals the sum of goodwill plus the equity, such as materials, products, or financial resources, that one possesses or to which one has access. For example, the overall value of a house with exceptional goodwill, whose product can be purchased in stores and online, will be higher than the total value of a house with comparable goodwill, whose product can only be purchased in stores. The difference in total value is due to the equity factor: international customers, in particular, cannot conveniently acquire
Ralph
Lauren,
A COMBATFOR COUTURE COMMAND the product of the latter house because access is limited to in-store purchases. Finally, it is important to note that certain elements of designer-specific human capital, such as personal character and the individual's network of connections, are immeasurable.
Firm-Specific Human Capital
Firm-specific human capital is the recognition that particular employers have specialized needs and require employees to develop non-transferable capacities. These firm-specific skills may be non-transferable in a broader sense, meaning that such qualities are useless in all other industries (and, thus, will be wasted human capital if the employee leaves that specific industry), or in a narrower sense, meaning that such qualities are useless to any other employer, even within the same industry (and, thus, access to the developed human capital depends on the employee working for a specific employer). Corporations have a strong incentive to develop firm-specific value for several reasons, including: (1) the direct benefits associated with creating a unique corporate culture (instructional details specific to the nature of the company or its management will lead to an informed, cohesive workforce, which is beneficial in and of itself); (2) the bargaining power of leverage, (the employee will incur substantial losses if he or she voluntarily leaves or is terminated); (3) the duel benefits of reduced costs and increased stability (if an employee is unwilling to market his or her competencies, then the company will not face future expenditures that are associated with employee departure, such as interviewing and training replacements).
23
This corporate incentive is evidenced by the modem trend of employing tools that are designed solely for the purpose of tying an employee to the company. The use of golden handcuffs, which are financial incentives designed to bind-or "handcuff'-the employee to the company, such as stock options that vest in the future or other delayed incentives, is perhaps the most popular and notorious way to produce firm-specific value.
Likewise, companies are increasingly incorporating restrictive covenants into the employment agreements of key executives. Non-compete and DEPAULJ. ART, TECH. &IPLAW [Vol. XXIV:49 non-disclosure clauses are simply another means of generating firm-specific value.
Both golden handcuffs and prohibitive provisions ensure that leaving the company would, at a minimum, be disadvantageous to the employee. When human capital is specific to a single employer or industry, the investment in such knowledge or skills is inherently risky. If the firm fails or the industry suffers, then the possibility exists that the acquired human capital cannot be transferred.
The development of human capital is a vital corporate objective when human management is necessary for success. Desirable human capital is identified based on components like leadership, creativity, and personality attributes. An individual's social capital, which includes factors such as goodwill and, oftentimes, celebrity, will be an important component to predicting whether that person is capable of cultivating the interpersonal relationships required for the company to thrive. Social capital, which is similar to brand value or fame, is a distinctively separate concept from the talent an individual personally possesses.
Due to the nature and resources of large conglomerates, top designers have an incentive to invest in house-specific capital. Within the conglomerate's network, designers are given flexibility to create collections for multiple fashion houses simultaneously, which enables the pursuit of numerous, unique and creative opportunities. For example, Marc Jacobs was in the process of launching his eponymous brand when he was offered the Creative Directorship at Louis Vuitton in 1997.24 After purchasing a 96% controlling interest in Marc Jacobs International, L.L.P., LVMH gave Jacobs the task of revamping the out-of-fashion Louis Vuitton brand. 25 This conglomerate aspect sheds light on the reason why designers, who are known to collaborate with outside labels, are not regularly sued for violating non-compete or nondisclosure provisions. 2 7 Due to the highprofile nature of the fashion industry, the scope of employment extends into all realms of a designer's life. 28 Regardless of a designer's intent, his or her personal actions are often attributed to the label, which can have a tremendous impact on the house.
29
While this is typically a positive association, a designer's dishonorable actions can disastrously affect the house's reputation and bottom line.
Designer Karl Lagerfeld discussed this representative-capacity risk, explaining that the modem fashion market is "a business world where, especially today, with the internet, one has to be more careful than ever, especially if you are a publicly known person. You cannot go in the street and be drunk... it's a horrible image for fashion, because they think that every designer and everything in fashion is like this."
30
The following case studies assess Lagerfeld's sentiment and outline the various factors of representative-capacity liability within the employment relationship. 33 This decade of experience, in which Galliano demonstrated his ability to captivate the public and industry, resulted in a substantial increase in designer-specific human capital. In 1995, Bernard Arnault controversially accessed this designer-specific human capital when he appointed Galliano as Creative Director for the House of Givenchy, a public subsidiary of fashion conglomerate LVMH. 34 The following year, LVMH bought a controlling share in Galliano's labels, which subsequently increased the conglomerate's bargaining power and created LVMH-specific human capital.
Case Study: John Galliano and the House ofDior
LVMH's leverage increased after it acquired use rights of the designer's name. Galliano was further tied to LVMH because he was highly incentivized to comply with the conglomerate's demands in order to preserve his personal legacy of labels. During this year, Galliano's couture collection for Givenchy debuted to collective praise from fashion critics worldwide." While Galliano was experiencing success at Givenchy (he was once again named British Designer of the Year (1996), an honor he shared with newcomer Alexander McQueen), Arnault was concerned for LVMH's overall profits on account of the decreasing popularity of the unappealing House of Dior. In an effort to capitalize on the designer-specific human capital of both talented British designers, Arnault tapped McQueen as Creative Director for Givenchy and appointed Galliano as Creative 
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Director at the House of Dior." Wagering that Galliano's signature style of whimsical romance could revitalize Dior, Arnault publically praised the designer, comparing him to founder Christian Dior: "Galliano has a creative talent very close to that of Christian Dior. He has the same extraordinary mixture of romanticism, feminism, and modernity that symbolizes Mr. Dior. In all of his creations-his suits, his dresses-one finds similarities to the Dior style." 38 The world agreed with Arnault, and Galliano's designs appealed to fashion icons and consumers alike. Sparking the public's love affair with his whimsy, Princess Diana of Wales was the first person to wear Galliano for Dior."
While Galliano stimulated sales with his majestic, flowing designs, his expressive nature shocked the public. In 2000, the Dior "Clochards" Collection, which was inspired by the clochards-French slang for "tramps"-that Galliano observed on his morning runs by the Seine River, outraged observers and consumers. 40 Dubbed the "homeless show," Dior models walked A COMBAT FOR COUTURE COMMAND the runway in newspapers and paper sacks.
4 ' However, the publicity merely contributed to Dior's increasing profits, which grew from $177 million in 1995 to over $445 million in 2001.42 By 2010, a record year for revenues, Dior had worldwide sales of over $1.05 Billion. 43 Galliano's controversial tendencies are simply another representation of his designer-specific capital. Dior became distinctly memorable because of Galliano's social capital and creativity. This acquired distinction can be seen in the form of the intense media coverage of Galliano for Dior collections and the sales success of such collections. During Galliano's first decade at Dior, consumers bought the designer's creations simply because the products were labeled "Dior." Opinions of Galliano withstanding, even critics dare not deny the designer's visionary capabilities-the consensus exists that "Galliano's whimsy revived Dior." 44 
a. Litigation for Racial Insults and Assault
Not even the overall value of Galliano's-specific human capital-undeniable talent plus fifteen years as Creative Director-could help the designer survive the media-dubbed "Nazi Chic Scandal." In December 2010, a drunken Galliano was recorded insulting a couple at a Paris pub, his rant consisting of a tirade of anti-Semitic, racist remarks. 45 A COMBAT FOR COUTURE COMM4ND the designer's employment; subsequently, Galliano fired his attorney, who, in turn, counter-sued Galliano for defamation."
On Wednesday, 22 June, 2011, Galliano was tried for making "private insults of a racial nature." While the girlfriend, Geraldine Bloch, only sought damages of E1, noting that what she truly desired was "an expression of regret and an excuse for what has happened," her boyfriend, Philippe Virgitti, sought financial compensation for "moral damage," stating that " [u] nfortunately Mr. Galliano doesn't seem to have a code of honour, so ... the only way to reach him is through his wallet."" At the trial, Galliano admitted that he suffers from addiction and had no recollection of the videotaped incident; the designer would await the verdict, which would be delivered after the court's summer recess, at the rehabilitation clinic. The maximum penalty for conviction was six months in prison or a C22,500 fine.
5 2 On 8 September 2011, the Court announced that Galliano was guilty of making "public insults based on origin, religious affiliation, race or ethnicity" and imposed a suspended fine of C6,000."
b. Litigation for Employee-Employer Contract Claims
In August 2012, Galliano filed an employee-employer dispute claim against the House of Dior and LVMH, alleging unfair dismissal and requesting millions of dollars in damages. 54 At a preliminary legal hearing on 4 February 2013, a French court refused to dismiss Galliano's claim, and transferred the case to commercial court due to the substantive nature of the various 50. Id. 5 1. Id. 52. Alexander, supra note 46.
E.g., John Galliano Sues Dior for $18M
Over Firing, THE JEWISH DAILY FORWARD (Aug. 29, 2012), http:// forward.com/articles/161970/john-galliano-sues-dior-for-m-over-firing/; Alexander, supra note 46; Sischy, Galliano in the Wilderness, supra note 40 ("Galliano, who had apologized to the plaintiffs in court, was ordered to pay court costs and given suspended fines totaling 6,000 euros (about $8,400).") .
John Galliano Sues Dior for $18M
Over Firing, supra note 53.
DEPAULJ. ART, TECH. &IPLAW [Vol. XXIV:49
contractual claims." Overall, Galliano asserted that he was an employee of LVMH, not merely a sub-contractor of Dior, and because Dior fired him, rather than LVMH, his employment was wrongfully terminated. 6 While it is unclear the specific amount of damages being sought, based on his contracts with the House of Dior and his eponymous label, John Galliano claims to have suffered losses of E6 million ($8.11 million)."
This suit could have been prevented if the contracts between Galliano and the conglomerate clearly and unambiguously defined the term of employment. In other words, the contract would explicitly state that Galliano was an independent contractor-not an employee. An additional provision would note that the terms were subject to annual review and revision, if necessary. Further, within the employment agreement, a "for-cause" termination clause would explicitly state that either "odious behavior"-a term that would be clearly defined-or a violation of the Code of Conduct (or, workplace policy) constituted sufficient "cause" to terminate the employment. 
A COMBAT FOR COUTURE COMMAND million)."
The contract provided for annual bonuses up to E700,000 ($897,550), contingent on sales. Likewise, Galliano was allotted a yearly clothing allowance of C30,000 ($38,466) and a E60,000 ($76,932) "grooming budget for personal appearances." 5 9
Such bonuses and allowances represent firm-specific capital because they are executive perks designed to incentivize Galliano to exert sufficient effort on Dior's behalf while likewise reducing any opportunistic behavior or potential hold-up problems. Without these incentives, Galliano would be more inclined to leverage his specific human capital against Dior's investment of time and money in the collection.
ii. Contract Between Creative Director, Galliano, and John Galliano, subsidiary of LVMH As Creative Director at his eponymous label, John Galliano, the designer received an annual salary of £2 million (approximately $2.56 million), "minus a percentage dependent on how much money the house lost every year, since it never made a profit."
6 0
This salary subtraction shows that within the John Galliano subsidiary contract, the conglomerate has more leverage than the designer. If Galliano, the designer, does not agree to return a percentage of his salary, then LVMH may threaten to underfinance or abandon the John Galliano label, which is the designer's personal legacy. However, within this contract, Galliano clearly has some degree of bargaining power because he receives an additional annual clothing allowance of £70,000 ($89,754). 
58.
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Case Study: Karl Lagerfeld and the House of Chanel
Karl Lagerfeld, revered as the "unparalleled interpreter of the mood of the moment," has designed collections for several major fashion houses since the beginning of his career in 1957.61 Over the last half century, Lagerfeld has gained so much experience that his specific human capital is significantly higher than any other designer, none of whom are true competition. Lagerfeld is most recognizable as the Creative Director of Chanel, S.A., 62 a position he has held since 1983.6 Notably, the designer has diversified his human capital by designing for a private label and a conglomerate; Lagerfeld explains, "My fashion business, Chanel, is the biggest luxury ready-to-wear brand in the world. Fendi is . . . very big, too."' Nothing short of a paradox, Lagerfeld's-specific human capital is so highly sought that both Fendi, part of Arnault's publically-traded fashion conglomerate, and privately-owned Chanel allow Lagerfeld to design for and with whomever he 
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Wertheimer acquired control of the company. At this point, Chanel had been mismanaged for years, and was publically perceived "by many Americans as a second-rate fragrance that appealed to out-of-style women."" 9 In order to rebrand Chanel, Alain Wertheimer decreased the available supply of Chanel No. 5 in order to increase its demand. 0 This effect demonstrates the concept of scarcity-value, or the idea that rare items are more valuable than those available in abundance." Scarcity-value is an integral aspect of the market of supply and demand, and is commonly manipulated to drive sales and increase profits. Alain Wertheimer also attempted "to parlay the Chanel fashion division into a profit center and promotional device for Chanel's fragrances."
72
In order to use Chanel's clothing collections to increase perfume sells, the house needed to develop Chanelspecific human capital and, therefore, began to search for a creative, personable designer whose collections would be chic, while simultaneously incorporating Chanel's signature style.
73
In 1983, the House of Chanel's continued existence depended on the successful reposition of the label as a modem brand. A COMBAT FOR COUTURE COMMAND label a leading seller of haute couture and ready-to-wear clothing for women." 7 ' Lagerfeld agrees that Chanel's powerhouse status is due to his efforts: "When I took over at Chanel, it was a Sleeping Beauty; almost dead, she was snoring." 77 Since 1983, Lagerfeld has created one successful collection of contemporary clothes after another, but at "the root of each collection is the cardigan jacket suit that Chanel herself created in 1925."" Such "classically Chanel" jackets cost $4,710." While the Wertheimer family does not disclose the annual profits of its businesses, with $4,000 coats, the estimation that Chanel generates over $2 billion in perfume and clothing sales seems realistic." Notably, Russian citizens, who have been subjected to widespread poverty and violence since the commencement of written history, comprise a population that is ten times larger than the international Jewish community." In the notorious interview in which he criticized Adele's weight, Lagerfeld offered Russian women his sympathies, stating, "If I was a woman in Russia I would be a lesbian, as the men are very ugly. There are a few handsome ones, like Naomi Campbell's boyfriend, but there you see the most beautiful women and the most horrible men. ii.
Lagerfeld on Greeks and Italians
In the same Metro World News article, Lagerfeld insulted two other countries. Lending his perspective on the Greek economic crisis, Lagerfeld opined that "Greece needs to work on a cleaner image. It's a big problem, as [Greeks] have this reputation of being so corrupt. You can't be sure the money will go where it's supposed to go. They need to build trust, and that takes time too. Nobody wants Greece to disappear, but they have really disgusting habits-Italy as well."" iii.
Lagerfeld on the Bourgeois
The middle class is another large group of people that Lagerfeld http://www.vogue.co.uk/news/history/2010/03/karl-lagerfeld-believed-shortmen-wanted-to-kill-him. 
E.g., How Many Jews are
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A COMBAT FOR COUTURE COMMAND the worst is ugly, short men. Women can be short, but for men it is impossible . . . they are mean and they want to kill you."' 04
c. Litigation Against Lagerfeld
Although it is unclear whether private compensation has been provided to individuals offended by Lagerfeld's speech, there are no suits against Lagerfeld on public record. This fact is surprising due to the verdict against Galliano on account of France's restrictive hate speech laws, which protect any party from being defamed or insulted on account of ethnicity, nationality, race, religion, sex, sexual orientation, or being disabled; under this protective standard, any one of Lagerfeld's statements is potentially slanderous.'
Perhaps the Galliano suit is an exception, distinguished by and confined to the unique circumstances of the case. Or, perhaps these different litigious outcomes indicate the existence of other material factors, which warrant proper consideration in order to understand how similar conduct could produce opposite results.
III. ROUND Two: THE HOUSE As a general matter, determining whether the benefits of retaining a designer outweigh the potential costs is a continual process for the fashion house. While the link of causation between a designer's publically-condemned conduct and the negative effect such behavior has on the fashion house is often long, the associated costs may be so substantial that the house feels justified in making an unwarranted decision to fire the designer for fear of further detrimental impact. This process involves balancing the potential costs of a designer's misbehavior, such as significant negative publicity; the boycott of products and the corresponding decrease in profits; public protests against the fashion house; reputational backlash and opinion polls. By evaluating the case DEPAUL J. ART, TECH. & IP LAW [Vol. XXIV:49 studies (discussed in Part I.B, supra at 10) in this context, one can resolve the apparent inconsistency of the employment-outcomes of John Galliano and Karl Lagerfeld, two designers who have repeatedly made offensive public comments.
To understand the respective employment decisions of Dior and Chanel with regard to their designer-employees, several factors unique to the fashion industry must be considered, including: (1) the institutional arrangement of the fashion house; (2) the evolution of the objectives of the fashion house; and, (3) the nature of the relationship between the fashion house and the designer.
A. Institutional Arrangement
The relationship between the designer and the fashion house can be analyzed under basic principles of agency theory.' 6 In an agency context, the designer is a self-interested agent, whose actions will, to some extent, conflict with the objectives of the principal, or fashion house. This conflict arises because the agentdesigner will be motivated to diversify his or her human capital by becoming independently successful; conversely, the principalhouse has a great interest in fostering the designer's dependency and seeks to acquire house-specific human capital.o' To minimize the costs associated with self-serving actions, a principal must monitor the agent to ensure that his or her conduct is aligned with corporate objectives. Informational costs that often arise in an agency relationship are exacerbated in the fashion industry because designers often shirk any creative constraints.' Designers, as artists, need flexibility to choose individual hours of employment and workplace location, both in terms of the source 108.
See LVMH Code:
Code of Conduct, LVMH, 4, http://www.lvmh.com/uploads/assets/Legroupe/Documents/CodeofConductDEF.pdf (last accessed Apr. 14, 2013) (the first of five "fundamental values," LVMH stresses the importance of "Innovation and creativity: because our future success will come from the renewal of our product offering while respecting the roots of our Houses").
A COMBAT FOR COUTURE COMM4ND from which they draw inspiration and the place at which they actually create designs. However, agency theory states that "as monitoring costs-that is, informational costs-increase, an agent will be less constrained, allowing her greater freedom to take actions detrimental to the principal."o 9 Because a fashion house will always incur this informational asymmetry, the principal will respond to this inherent issue at the time of contracting by either hiring an established designer or multiple unknown designers."o The rationale is that a well-known designer, who has already experienced success independent from the fashion house, has less incentive to act in a self-serving manner, at least in the context of developing notoriety. In other words, an established designer may have a greater incentive to invest in house-specific capital, whereas an unknown designer may not."' Similarly, by hiring several up-and-coming designers, the house receives several benefits in the form of: (a) a competitive environment, which will hopefully increase the quality of the designs, but will-at a minimum-result in the creation of-b) a variety of potential products; and, (c) an internal monitoring mechanism, as the inexperienced designers will be incentivized to hold one another accountable for the success of the collection.
Publicly Traded Conglomerates
Large luxury conglomerates like LVMH, which owns sixty brands across five industries, compete with various small companies, whose portfolios typically include only one brand." 2 Due to its expansive size, LVMH can take more human capital risks than a fashion house with only one label. On the other hand, LVMH is accountable to the holders of its 508,205,072 shares, each of which is worth C139.50."' Because the Board relies on the 109. Utset, supra note 9, at 55. 110. See E-mail from Utset (Mar. 3, 2013) 
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A COMBATFOR COUTURE COMMAND figures to work out what to do and not do, ready to change, churn out, tackle and attack the market daily. Creative enough to get by, but good at seizing on the trends and ideas of fast fashion.""'
Christian Dior
In the 1990s, the business strategy of Christian Dior was to revitalize the fashion house and save Dior from insolvency. The first component of revitalization was to hire a creative director who was capable of producing "creative fireworks and mass-media attractions" to captivate consumers."
6 John Galliano, whose facial hair alone has incited controversy, was an obvious choice."' The best asset of Galliano's-specific human capital is his ability to transform clothes into actual artistic masterpieces; it follows that when Dior's existence was threatened, Galliano's-specific capital was extraordinarily valuable.
While Galliano's creative whimsy was accessed to begin remaking the brand, Dior President and CEO Sidney Toledano was likewise busy implementing a policy to increase LVMH control of the Dior brand on a global scale."' Due to a successful combination of factors-brand and franchise control; a revitalized, coveted label; an expanding international market-the strategic needs of the House of Dior once again began to change. By the mid-2000s, the label's goals became more aligned with LVMH's overall objective: increasing annual profits.
The fashion conglomerate's "focus is on those markets that have enabled sales The goal is no longer to create dreams . . . the real challenge will be to . .. create simple products that will satisfy the aesthetic needs of a huge population ready to consume madly and indiscriminately."'"
To address the changing objectives of Dior, LVMH pressured Galliano to reduce his creative flair and increase his output of fast fashion by seizing on current trends. Galliano's specific capital, which was defined by the need to create art rather than profits, started to become a hindrance rather than an asset: "Galliano's stylistic vision, his method and the approach to fashion that has always characterized it came into collision with the new strategic needs of the LVMH group . . . . [Galliano] has long refused to follow certain dictates every season."
2 ' Simply put, Galliano could not put on his "marketing man" hat because his closet of designer-specific human capital never included such a hat. Regardless of whether his marketing inabilities are due to opposition or apathy, this shortcoming was especially damaging on account of whom Dior was targeting-the rapidly expanding, but recently established, Asian market. Members of the Asian market did not know the outcast Dior of the 1990s, who relied on infamous bad boy John Galliano to create the label's popular image. Further, consumers have no desire to know that Dior, nor are they interested in hearing Galliano reminisce: "Those shoppers aren't tied to Galliano; they don't remember 1997 . . . . [Galliano] has served his purpose and in fact may have already run his course . . . now the big brand drives sale, not the creative talent attached." 2 '
Chanel
In contrast to the corporate conglomerate, Chanel, a closely held "family business," allegedly is not pressured by growth figures. Rather, Chanel's business strategy, according to CEO and majority-stockholder Alain Wertheimer, is to design and DEPAULJ. ART, TECH. &IPLAW [Vol. XXIV:49 designs, had become unpopular among consumers.
12 5 Lagerfeld was hired to excite the public, and successfully captivated consumers with designs like "a Schiaparelli-esque meta confection-a dress with a dress on a hanger embroidered onto it."l 26 Lagerfeld developed Chloe-specific capital in the form of whimsy and humor to suit the house's needs at that moment in time. In the 1970s, Fendi wanted to increase its base of luxury buyers. Lagerfeld was hired to make Fendi an elite label, and he accomplished this objective by designing a collection of furs and the famous Fendi baguette handbag. To solidify the label's status as a prestigious maker of fine goods, Lagerfeld developed Fendispecific capital in order to create the house's "signature style."
Lagerfeld's ability to cater directly to the specific needs of different brands demonstrates that he has both "marketing man" and "designer" hats in his closet of designer-specific human capital. Because of his ability to meet the evolving objectives of various houses, Lagerfeld has been the Creative Director at both Chanel and Fendi since the date of his initial employment at each label, respectively.
This chameleon-like ability reflects Lagerfeld's belief that the attribute of "beauty" is constantly in flux: "Beauty is also submitted to the taste of time, so a beautiful woman from the Belle Epoch is not exactly the perfect beauty of today, so beauty is something that changes with time. 
C. Nature of the Relationship
Perhaps the key factor to understanding the seemingly inconsistent employment outcomes of John Galliano and Karl Lagerfeld is the degree of cooperation between the designer and his respective house. If the house has reduced access to designerspecific human capital, then that capital will be less valuable than comparable capital to which the house has complete access.
Bernard Arnault, Sidney Toledano, and John Galliano
As the characteristics of the target market changed, so did the qualities that Dior expected its human capital to possess. Bernard Arnault, LVMH CEO and President, and Sidney Toledano, Dior CEO and President, urged John Galliano to create simple products to satisfy the growing Asian market. Rather than put a Dior twist on current trends, which would increase his LVMH-specific capital, Galliano resisted the advances of Arnault and Toledano and refused to follow seasonal dictates. Galliano's lack of compliance effectively reduced the house's access to his human capital and correspondingly decreased the designer's value. Galliano's failure to cooperate with the strategic needs of the conglomerate strained the employment relationship.
Bernard Arnault's son, Antoine, who is the current CEO of LVMH-owned boot maker Berluti, has stressed the importance of communication and the value of a mutually cooperative employment relationship: "Designers are not artists. They may have the talent of one, but if they want to work in that way they should paint or sculpt. Here they're working in business and they need a brief . 
The Wertheimer Family and Karl Lagerfeld
While Chanel's business objectives have continuously consisted of creating a quality product, the company still depends on creative and innovative human capital to survive. The designer must produce fresh looks that are modem and aligned with seasonal dictates, yet still evoke the classic Chanel vibe. The reason Lagerfeld has been able to meet the house's needs for over thirty years is because of his relationship with the Wertheimer family, who view the production of collections as a partnership between Chanel and Lagerfeld that is based on mutual respect and open communication.
Lagerfeld, describing the nature of the employment relationship, states, "There's one divine person in the whole business, and that's Alain Wertheimer. If it weren't for him, it would never work. He and I made a pact, like between the Devil and Faust, and he is 100 percent behind me. So I can do what I like, when I think I should do it --even if the political or commercial idea is the opposite of what I should" be doing.
13 ' Cooperation and teamwork are the central components of the employment relationship between Lagerfeld and the Wertheimer family; because of this amicability, Chanel is able to fully access Lagerfeld's-specific capital, which correspondingly is viewed by the house as irreplaceable.
Resolution of Different Employment Outcomes
The theory of the value of designer-specific human capital, when analyzed under the case studies, allows the inconsistency of opposite employment outcomes to be resolved. Based on the factors outlined, supra, the argument can be made that although the decisions-to terminate one employee and retain the other, when both are guilty of similar repeated offenses-may appear facially inconsistent, the employment outcomes were in fact consistent when examined in the context of the respective designer-specific human capital. The tension between the opposite http://fashion.telegraph.co.uk/news-features/TMG9640973/Antoine-Arnaultmy-father-just-couldnt-talk-to-John-Galliano-at-all.html.
131. Thomas, supra note 67.
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38 A COMBAT FOR COUTURE COMMAND outcomes can be resolved by one primary fact-at the date of his release from Dior, the conglomerate and house no longer viewed John Galliano's specific capital as valuable. Based on a long history of quarrels with Arnault and Toledano, who were frustrated by their inability to control the designer's output, the value of Galliano's specific capital was greatly reduced. Amault and Toledano began to wonder whether Dior could access another designer's capital at a lower price and in a more extensive manner. Galliano became exponentially less valuable in light of his insubordination, the growing Asian market, and his tendency to create workplace hostility; Arnault began to view Galliano's specific capital as the equivalent of general, transferable human capital.
As time lapsed, and Galliano continually failed to comply with company needs, the valueperception went beyond the notion of mere replace-ability to the effect that Amault actually desired such replacement to occur. 132 Thus, the lack of value attributed to the designer-specific human capital is, perhaps, the actual reason Galliano was fired, instead of merely an underlying factor that, when aggregated with his inappropriate behavior, was the "last straw." Based on this reasoning, Galliano's anti-Semitic remarks, while certainly distasteful and potentially damaging to LVMH and Dior, were not dispositive of his termination.
Instead, Galliano's offensive comments were in fact a guise that Arnault and Toledano used to justify firing an employee who had long-since become more of a liability than an asset. When contrasted with the absolute value attached to Lagerfeld's specific capital, it becomes likely, if not obvious, that the same comments, if said by Karl Lagerfeld, would not have resulted in the termination of Lagerfeld's employment. This hypothetically different outcome would be based on the specific subject, rather than the particular conduct, being condemned. Such distinction would necessarily be attributed to the value of the designer-specific human capital to the fashion house at bar. In other words, if Galliano's specific human capital had been of extreme value to LVMH and Dior at the time his 
IV. KNOCK OUT: THE HIGH-POWERED EMPLOYMENT
AGREEMENT
In order to retain control over the human capital, or designer, a high-powered Executive Agreement is critical to achieve the objectives of the fashion house. Dependent on circumstances, the house may deem it necessary to insert clauses in the contract that are designed to protect corporate assets or to prevent the designer from working for a specific competitor. John Galliano, who is currently suing Christian Dior for unfair dismissal, may be able to recover millions based on a breach of contract theory of liability due to ambiguous provisions within his employment agreements.1
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Provided that the theory of the value of the designer-specific human capital, as argued supra, is accurate, then a designer with irreplaceable capital would effectively be shielded from any risk of termination because the costs incurred by designer-induced liabilities would always be outweighed by the value of the designer-specific human capital. Therefore, Karl Lagerfeld, as he is seemingly enabled, could make a limitless number of offensive statements without the potential consequence of being fired. Absent contractual limitations providing otherwise, Lagerfeld holds the maximum amount of bargaining power available to a designer. To provide insulation, the house must use employment agreements that are structured to constrain the designer from deploying his capital against the house's interests.
A. Contractual Risks
Filing suit against Christian Dior and subsidiary label, John Galliano S.A., in the French Labor Relations Court, John Galliano claimed that his dismissal from the creative director roles at both 133. Gallagher, supra note 56 (Galliano seeks $8.11 million plus an undisclosed amount in damages, arguing that he was an employee of LVMH and not merely a subcontractor of Christian Dior). A COMBAT FOR COUTURE COMMAND houses was "without real and serious cause."' 3 4 Dior argued that Galliano was an independent contractor, rather than an employee of LVMH, and cited numerous contracts between Galliano and the brands, as well as multiple contracts between the houses and Galliano's consulting agency, Cheyenne Freedom, as evidence of this independent contractor relationship.' 3 The Court, however, held that Galliano was in fact an LVMH employee and, thus, rejected Dior's independent contractor argument.
13 1 In a hearing on 24 October 2013, the Paris Court of Appeals announced that it would rule... on a technical issue that will determine which court, the Industrial Relations Court Parise or a French commercial court, will hear the merits of the case. Dior... argues that the Industrial Relations Court Paris is not competent to examine wrongful termination lawsuits, because the designer was not an employee but a freelance contributor.
Galliano.. .counters that it is inaccurate to portray Galliano as a mere subcontractor, since he was tied to Christian Dior Couture and John Galliano (the latter of which he owns 91%) by exclusivity clauses. The court's decision on this issue will be revealed on November 28th.' 37 The outcome of Galliano's suit will establish legal fashion precedent because it is based on the employment agreement, rather than intellectual property rights. Intellectual property is the only
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